STATE OF MAI NE Docket No. 98-734
PUBLI C UTI LI TI ES COMM SSI ON

November 3, 1998

COMVUNI TY SERVI CE TELEPHONE COVPANY

Application for Approval of Increase ORDER APPROVI NG
in Investnent by Community Service | NCREASE | N
Conmmuni cati ons, Inc. | NVESTMENT

WELCH, Chairnman; NUGENT and DI AMOND, Conmi ssi oners

On Septenber 18, 1998, Conmmunity Service Tel ephone Conpany (CST or
the Conpany) filed with the Conm ssion an application requesting the
approval of an increase in the level of allowed investnent in an
unregul ated subsidiary by Comunity Service Conmmuni cations, Inc.
(CSC), the parent conpany of CST, in accordance with the provisions
of 35-A MRS A 8 708. This Order approves the Conpany’s request.

CST is a local exchange carrier that received authorization to
undertake a corporate restructuring in Docket No. 86-040. The
Stipulation approved in that case allowed CST to becone an affiliate
of CSC, and permitted CSC to invest up to $2.25 mllion (either
directly or indirectly) in non-utility subsidiaries wthout prior
Comm ssi on approval. In Docket No. 96-776, the Conmm ssion approved
an increase in that investnment cap to $4.00 mllion in order for CSC
to acquire a 50%interest in an unregul ated tel econmuni cati ons
entity, PCS of New Engl and (PCS)

In this filing, CSC seeks to double the size of its investnment cap
to $8.00 million. |In essence, CST seeks a nodification of our orders
i n Docket nunbers 86-040 and 96-776. In those cases we allowed the
reorgani zation conditioned upon certain limts on its investnents in
unregul ated subsidiaries. The new proposed Iimt wll allow CSC to
make both direct investnents, in the formof cash contributions (debt
or equity), and indirect investnents in formof |oan guaranties.

This request is related to an unregul ated tel ecomruni cati ons
venture of which PCS is a 50% owner. The specific transaction
triggering CST's (and CSC s) current request is the pro-rata guaranty
by CSC of 50% of a |loan from CoBank directly to PCS s unregul at ed
subsidiary. This loan is secured by: (1) the assets of PCS s
t el ecomruni cati ons subsidiary; (2) PCS s 50% ownership stake in the
subsidiary (as well as the other partner's 50% share); and finally,
(3) CSC s stock ownership in PCS

CSC has not pledged any of CST's assets or stock as collateral in
order to conplete this transaction. W find that the request for
approval does not expose the ratepayers of CST to an unreasonabl e
| evel of risk since the investnent does not rely on the financial
strength of or a guaranty fromthe utility. Furthernore, the
structure of this transaction does not appear to inpair CST's ability
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to raise capital at a reasonable cost and thus the request neets the
standards for approval under 35-A MR S. A § 708.

CST remains subject to all ternms and conditions inposed in Docket
No. 86-040 and in those subsequent cases in which we addressed the
al l ocation of costs and the recording of transactions between the
utility and its affiliated interests.

Finally, we note that CST filed this request on Septenber 18,
1998, the sane day that the | oan between CoBank and PCS s subsidiary
actually closed. This constitutes a violation of 35-A MR S. A
§ 708(2), which states that reorganizations are subject to Comm ssion
approval. Anong the renedial powers available to the Conmi ssion is
the forced divestiture of a subsidiary as prescribed in 35-A MR S. A
8 708(2)(A)(8). W expect the Conpany in the future to conply fully
with the statute and obtain the necessary approval prior to
proceeding with either a reorganization or a change in any previously
approved reorgani zation.

Accordi ngly, we:
ORDER
1. That Community Service Communi cations, Inc. may increase
its level of direct and indirect investnment in non-regul ated
subsidiaries to $8.00 mllion.

2. That a copy of this Order be nailed to interested parties
and this Docket be cl osed.

Dat ed at Augusta, Maine, this 3rd day of Novenber, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm ni strative Director

COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
D anond

NOTI CE OF RI GHTS TO REVI EW OR APPEAL
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gi ve

5 MR S. A 8 9061 requires the Public Uilities Comm ssion to
each party to an adjudicatory proceeding witten notice of the

party's rights to review or appeal of its decision nade at the

concl usion of the adjudicatory proceeding. The nethods of review or
appeal of PUC decisions at the conclusion of an adjudicatory
proceedi ng are as foll ows:

1. Reconsi deration of the Comm ssion's Order may be requested
under Section 1004 of the Conmi ssion's Rules of Practice and
Procedure (65-407 C. MR 110) within 20 days of the date of the
Order by filing a petition with the Conm ssion stating the
grounds upon whi ch reconsideration is sought.

2. Appeal of a final decision of the Conm ssion may be taken
to the Law Court by filing, within 30 days of the date of the
Order, a Notice of Appeal with the Adm nistrative Director of

t he Comm ssion, pursuant to 35-A MR S. A 8§ 1320(1)-(4) and the
Mai ne Rules of Civil Procedure, Rule 73, et seq.

3. Addi tional court review of constitutional issues or issues
i nvolving the justness or reasonabl eness of rates nmay be had by
the filing of an appeal with the Law Court, pursuant to

35-A MR S. A 8§ 1320(5).

: The attachnent of this Notice to a docunent does not indicate

the Comm ssion's view that the particul ar docunent may be
subject to review or appeal. Simlarly, the failure of the
Comm ssion to attach a copy of this Notice to a docunent does
not indicate the Conm ssion's view that the docunent is not
subj ect to review or appeal.



